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Enclosed please find the recommendation of Administrative Law Judge Yvette B. 
Kinsey. Tke recommendation has been filed in the form of an Opinion and Order on: 

TRUXTON CANYON WATER COMPANY 
(COMPLAINT/ORDER TO SHOW CAUSE) 

Pursuant to A.A.C. R14-3-1 lO(B), you may file exceptions to the recommendation of 
the Administrative Law Judge by filing an original and thirteen (1 3) copies of the exceptions 
with the Commission's Docket Control at the address listed below by 9 p.m. on or before: 

MAY 19,201 1 

The enclosed is NOT an order of the Commission, but a recommendation of the 
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively 
been scheduled for the Commission's Open Meeting to be held on: 

MAY 24,201 1 and MAY 25,201 1 

For more information, you may contact Docket Control at (602) 542-3477 or the 
Hearing Division at (602)542-4250. For information about the Open Meeting, contact the 
Executive Director's Office at (602) 542-393 1. 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

SOMMISSIONERS 

3ARY PIERCE - Chairman 
30B STUMP 
SANDRAD. KENNEDY 
’AULNEWMAN 
3RENDA BURNS 

IN THE MATTER OF THE COMMISSION ON ITS DOCKET NO. W-02168A-10-0247 

DECISION NO. 

OPINION AND ORDER 

O W N  MOTION INVESTIGATING THE FAILURE 

COMPLY WITH COMMISSION RULES AND 

IATES OF HEARING: September 1,2010 (Procedural Conference) 
January 18,201 1 and February 28,201 1 

?LACE OF HEARING: Phoenix, Arizona 

QDMINISTRATIVE LAW JUDGE: Yvette B. Kinsey 

4PPEARANCES : MI-. Steve Wene, MOYES SELLERS LTD., on behalf of 
Truxton Canyon Water Company; 

Mr. Todd Wiley, FENNEMORE CRAIG, on behalf of 
Valle Vista Property Owners Association, Inc.,; and 

Ms. IQmberly Ruht and Mi-. Charles Hains, Staff 
Attorneys, Legal Division, on behalf of the Utilities 
Division of the Arizona Corporation Commission. 

BY THE COMMISSION: 

On June 23, 2010, the Staff of the Utilities Division (“Staff’) of the Arizona Corporation 

Zommission (“Commission”) filed a Complaint and Petition for Order to Show Cause (“OSC”) 

against Truxton Canyon Water Company (“Truxton” or “Company”), an Arizona public service 

:orporation. 

Regulations, Arizona Revised Statutes, and the Arizona Constitution. 

Staff alleges Truxton is in violation of Anzona law, Commission Rules and 

On August 10, 2010, the Commission issued Decision No. 71837, ordering Truxton to appear 

md show cause why its actions do not constitute a violation of Arizona law and the Commission’s 

Rules and Regulations. The Decision also directed the Hearing Division to conduct further 

?roceedings in this matter. 

;/ykinsey/complaintsosc/ordersl~0024700 1 
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On August 16, 2010, by Procedural Order, a procedural conference was scheduled for 

September 1 , 2010, to discuss the procedural schedule for this proceeding. 

On September 1, 2010, the procedural conference was held as scheduled. Truxton and Staff 

appeared through counsel. During the proceeding, hearing dates and other procedural deadlines were 

discussed. 

On September 2,2010, by Procedural Order, the hearing in this matter was scheduled to begin 

on January 18, 2011, and among other things, Staff was directed to file its Staff Report or direct 

testimony in this matter on or before October 18,2010. 

On October 7, 2010, Staff filed a motion for an extension of time, until October 29, 2010, to 

file its direct testimony. Staff stated that due to difficulty in coordinating a site visit with Truxton and 

the Arizona Department of Environmental Quality (“ADEQ”), Staff needed additional time to file its 

Staff Report. Staff further stated that the site visit was important to Staffs review of Truxton’s 

infi-astructure, as well as to verify Truxton’s assertion that actions have been taken to bring the 

Company substantially in compliance with Commission Rules and with ADEQ. In addition to the 

above factors, Staff stated that due to the large volume of information requested by and provided to 

Staff, and due to Staffs limited resources, more time was needed, until October 29, 2010, to file its 

direct testimony. There were no objections to Staffs motion for an extension of time. 

On October 14, 2010, by Amended Procedural Order, Staffs motion was granted and the 

deadline was extended to November 10,201 0. 

On November 10,2010, Staff filed its Direct Testimony. 

On December 10,2010, Truxton filed a Disclosure of Documents and Rebuttal Testimony and 

Potential Exhibits. 

On December 2 1,20 10, Valle Vista Property Owners Association, Inc. (“Association”) filed a 

Motion to Intervene stating that as customers, property owners, and as an Arizona Corporation, any 

Complaints, Staff recommendations, and potential management and rate changes would have a 

serious impact upon the Association. 

On December 23,2010, Staff filed a Notice of Filing Surrebuttal Testimony. 

On December 30, 2010, Truxton provided Staff with a Discovery Request, identifjmg the 
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DOCKET NO. W-02168A-10-0247 

items the Company believes are current violation of the Commission’s rules and Arizona statutes. 

On January 5 ,  201 1 , a Procedural Order was issued granting intervention to the Association. 

The Procedural Order also directed Truxton to mail to each of its customers notice of the January 18, 

2011, hearing, as well as a copy of Commission DecisionNo. 71837 (August 10, 2010). 

On January 6, 2011, Staff filed a Response to the Discovery Request Re: Identification of 

Current Outstanding Regulatory Issues. 

On January 1 1 , 201 1, Truxton filed a Motion for Reconsideration regarding notification to 

customers (“Motion”). Truxton’s Motion stated that notification to its customers pursuant to the 

Procedural Order would be cost prohibitive ($2,200). The Motion stated that, alternatively, the 

Company would post the notice on its website. 

On January 18, 201 1, a full public hearing was held as scheduled before a duly authorized 

Administrative Law Judge (“ALJ”) of the Commission at its offices in Phoenix, Arizona. Truxton, 

the Association, and Staff appeared through counsel. Several members of the public appeared and 

presented public comments. Staff, Truxton, and the Association provided testimony and evidence on 

the issues raised in this matter. Regarding Truxton’s Motion for Reconsideration, Truxton was 

informed that notice needed to be provided and that another day of hearing would be scheduled by 

Procedural Order to allow for any additional public comments or intervention in this matter. The 

hearing was recessed to allow Truxton to provide notice to its customers. 

On January 20, 2011, by Procedural Order, the hearing in this matter was scheduled to 

reconvene on February 28, 201 1. The Procedural Order directed the Company to send to each of its 

customers, via first Class Mail, notification of the second hearing date. 

On February 1 , 201 1 , Truxton filed Notice of Filing Affidavit of Mailing. 

On February 28, 201 1 , the hearing reconvened as scheduled. Truxton, the Association, and 

Staff appeared through counsel. Truxton presented additional testimony and evidence. No additional 

members of the public appeared to give public comments. At the conclusion of the hearing, Truxton 

was instructed to file late-filed exhibits, and the parties and Staff were directed to file closing briefs 

addressing the transfer of a water service agreement (“Agreement”). Truxton requested 30 days to 

discuss settlement of the Agreement with Staff and the Association. 

3 DECISION NO. 
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On March 14,201 1 , Truxton filed a Notice of Filing Post Hearing Documentation. 

On March 25,201 1 , Truxton, the Association, and Staff filed closing briefs. 

* * * * * * * * * * 

Having considered the entire record herein and being fully advised in the premises, the 

Commission finds, concludes, and orders that: 

FINDINGS OF FACT 

Background 

1. Pursuant to authority granted by the Commission in Decision No. 41781 (December 

15, 1971), Truxton is a public service corporation engaged in the business of providing water utility 

service to approximately 874 residential and commercial customers in the vicinity of Kingman, 

Arizona, in Mohave County. 

2. Truxton is located approximately nine (9) miles north of Kingman, Arizona, along US 

Truxton’s CC&N area encompasses approximately five-and-one Highway 66, in Mohave County. 

half miles. 

3. Truxton is a C corporation and is wholly owned by the Claude K. Neal Family Trust 

(“Trust”). The Trust manages Truxton’s day-to-day operations, including compliance with regulatory 

agencies, under a Management Agreement. B. Marc Neal is the President of Truxton and is the sole 

Trustee of the Trust.’ B. Marc Neal is also the President of Truxton and other affiliate companies as 

shown in Exhibit A, attached hereto and incorporated herein. 

4. Truxton purchases the vast majority of its water supply from the Trust through a 

Water Supply Agreement (“WSA”). The WSA requires the Trust to test and treat its water supply, 

and to be in compliance with standards established by the Arizona Department of Health Services, 

and other regulatory agencies.2 In addition, the WSA provides that, if it becomes necessary for the 

Trust to invest additional capital to bring its water supply in compliance with regulatory standards, it 

could recover such costs through revision of the WSA.3 

Staff states that Mr. B. Marc Neal now acts as the Trust’s sole Trustee because Rita B. Neal, Mr. Neal’s mother and Co- 1 

Trustee, is aged and is no longer active in the management of the Trust. Exhibit S-2 at 3. ’ Exhibit S-2, Attachment AII- 1. 
Id. 
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5 .  Under the WSA, Truxton pays the Trust a monthly management fee of $9.78 per 

ervice c~nnection.~ 

6.  Truxton is operating under rates and charges established in Decision No. 63713 (June 

, 2001). 

7. According to Staff, Truxton’s water system consists of two wells, two storage tanks, 

istribution mains, customer meters, and fire  hydrant^.^ Truxton’s water system is interconnected to 

le Trust’s water system. The Trust owns and uses its six wells, two storage tanks, and transmission 

lain to deliver water to Truxton’s distribution system.6 

8. Under the WSA, the Trust is required to deliver 288,000 gallons of water per day, 

3owever, Staff is concerned that water delivered to Truxton by the Trust is not metered at the 

nterconnection points, making it impossible to determine Truxton’s non-account water low7 

9. Truxton’s water use data shows that during peak times 231,774 gallons per day 

“GPD’’) are being pumped.8 According to Staff’ the Trust’s wells can produce approximately 1.8 

nillion GPD, and Staff concludes the Trust has adequate production and storage capacity to serve 

h-uxton’s existing customers and reasonable growth.’ 

‘ompliance History 

10. Based on Staffs review and analysis of the Company, Tnucton has a history of non- 

:ompliance with ADEQ and Commission Rules. lo Truxton’s compliance issues include: 

e May 2007- ADEQ issues a Compliance Order with Civil Administrative 

Penalty (“Compliance Order”) to Truxton for being in violation of Arizona Revised 

Statutes, or adopted A.A.C. rules. Truxton was assessed an administrative penalty of 

$5,000.” 

’ WSA, E h b i t  S-2, attachment AII-1. 

2. 
’ Exhibit S-4 at 2. 
’ Id. 
I Id. 
’ Id. 

Staff states that Truxton’s two wells and two storage tanks are not in use at this time. Exhibit S-4, Engineering Report at 

Complaint and Petition for 0%. 
The Compliance Order identified the following violations: (1 

a. 
distribution system under all conditions of flow; 

Failure to maintain pressure of at least 20 psi at ground level at all points in the potable water 

5 DECISION NO. 
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0 September 2007- Truxton enters into a Consent Order with ADEQ which 

incorporates the items from the Compliance Order, establishes compliance deadlines, 

and assesses administrative penalties in the amount of $3,000.12 

0 December 2008- ADEQ issued a Notice of Violation (“NOV”) to Truxton for 

distributing water that exceeded the maximum contaminant level (“MCL”) for arsenic 

and for Truxton’s failure to provide public notice of the arsenic exceedance~.’~ 

May 2009- ADEQ provided Truxton with a Sanitary Survey Report (“Sanitary 

Survey”) which showed that Truxton’s water system had both major and minor 

deficiencies. l 4  

0 December 2009- Northern Arizona Consolidated Fire District (“NACFD”) 

filed with the Commission an Informal Compliant against Truxton related to Truxton’s 

failure to install fire hydrants after NACFD paid as an advance the cost of $13,440.15 

0 End of 2009- Early 2010- Staff repeatedly requested that Truxton come into 

compliance by repairing the leaks identified by ADEQ in the Consent Order and to 

b. Failure to obtain an Approval to Construct (“AT,,’) fiom ADEQ prior to making an alteration to the 
water system; 
c. Failure to maintain and keep in proper operating condition a facility used in the production, treatment, 
or distribution of a water supplier; 
d. Failure to monitor for trihalomethanes (“TTHMs”) and halo acetic acida (“HAASS) and to provide 
public notification of the failure to monitor during the years 2004 and 2005; 
e. Failure to notify ADEQ within 48 hours of the discovery of a failure to comply with a monitoring 
requirement; 
f. Failure to monitor for residual chlorine in the distribution system when total coliform are sampled for 
the period January 2004 through September 2006; 
g. Failure to notify ADEQ within 48 hours of failure to monitor for residual chlorine in the distribution 
system when coliform was sampled; and 
h. Failure to collect disinfection by-product and residual disinfection level samples at sites that are 
representative of water throughout the distribution system according to a written monitoring plan. ADEQ 
Compliance Order Docket No. DW-49-07. 

ADEQ Consent Order Docket No. DW-49-07. 
ADEQ NOV issued December 17,2008. 
Truxton had major deficiencies related to: 1) 10 assorted outstanding Monitoring and Reporting violations; 2) active 

eaks within the distribution system creating the possibility of backflow contamination; 3) water pressure below 20 psi; 
nd 4) the failure to file Consumer Confidence Reports for 2005 and 2007. The report also listed minor deficiencies 
elated to Afiicanized bees located near the Little Hackbeny well and the lack of an adequate system map showing the 
ocation of various distribution lines. (ADEQ Sanitary Survey Report May 19,2009) 

According to the Commission’s Consumer Services Division, NACFD never filed a formal complaint against Truxton, 
u t  used the mediation process through the Commission. As a result of the mediation, an installation and maintenance 
greement was entered into by the parties. Although Truxton did not install the hydrants in accordance with the timeline 
butlined in the agreement, the hydrants have since been installed. Exhibit S-6, at 6, and S-6, Attachment AA-3. 

2 
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provide documentation supporting the repairs. Staff reported that the leaks were not 

repaired and no supporting documentation was given by the Company.’6 

e February 201 0- Staff requested Truxton submit documentation demonstrating 

that it was in compliance with ADEQ and, if the Company was not in compliance, to 

submit a plan outlining how it would come into compliance. Staff concluded that 

Truxton’s response was inadequate because although Truxton asserted that repairs had 

been made, Truxton did not provide supporting documentation and did not submit a 

plan for compliance. ’ 
From February through June 2010- Staff continued to work with Truxton on 

issues related to its compliance.” 

e January 2011- Truxton enters into a second Consent Order (“2011 Consent 

Order” attached hereto as Exhibit B, and incorporated herein by reference) with 

ADEQ which supercedes and incorporates unfinished items from the 2007 Consent 

Order. The 2011 Consent Order gives Truxton one year to correct compliance issues 

and Truxton is considered non-compliant instead of out of compliance. 

On June 23, 2010, Staff filed with the Commission a Complaint and Petition for an 

Order to Show Cause against Truxton. Staff alleged sixteen (16) violations against Truxton in the 

Complaint and Petition. 

11. 

12. On August 10, 2010, the Commission issued Decision No. 71837, an OSC against 

Truxton. The OSC required Truxton to demonstrate how its actions do not constitute violations of 

Arizona law, Commission Rules and Regulations, Anzona Revised Statutes, and the Arizona 

Constitution. Staff alleges that based on Truxton’s non-compliance, appointment of an interim 

manager is appropriate and that: 

a. Truxton’s water system is unsafe, improper, or inadequate in violation of 
A.R.S. 4 40-321(A). 

l6 Complaint and Petition for an Order to Show Cause at 4. 
Id. at 5. 
Id. at 5-7. 

17 

18 
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Truxton is not providing potable water and is in violation of A.A.C. R14-2- 
407(A). 
Truxton is not maintaining a minimum delivery pressure of 20 pounds per 
square inch (psi) in violation of A.A.C. R14-2-407(E). 
Truxton is not supplying customers with satisfactory and continuous service in 
violation of A.A.C. R14-2-407(C). 
Truxton obtained long-tern debt without Commission approval in violation of 

Truxton does not maintain its books and records in accordance with the 
prescribed methods in violation of A.R.S. 0 40-221, 40-221 (C), and A.A.C. 

Truxton does not maintain accurate accounts and records in violation of 

Truxton does not adequately respond or investigate complaints made by 
customers or through the Commission’s Consumer Services Division in 
violation of A.C.C. R14-2-41 l(A)(l) and (2). 
Truxton has not created written agreements evidencing main extension 
agreements (“MXAs’) with customers in violation of A.A.C. R14-2-406(G). 
Truxton has not had its MXAs approved by the Commission, nor has it 
refunded advances to customers in violation of A.A.C. R14-406W). 
Truxton has not billed under its tariff on certain occasions in violation of 

Truxton is not in compliance with Commission orders, decisions, rules, or 
regulations in violation of A.R.S. 4 40-202(L). 
Truxton does not consistently provide accurate information to the Commission 
in violation of A.R.S. 0 40-204(A). 
Truxton does not provide information or documentation to Staff when 
requested in violation of A.R.S. 0 40-240(B). 

A.R.S. 0 40- 301(B) and 40-302(A). 

R14-2-411@)(2). 

A.A.C. R14-2-41 l(D)(l). 

A.A.C. R14-2-409@)( 1). 

13. Staff further asserts that a Commission Order is necessary to preserve the safety and 

iealth of Truxton’s  customer^.'^ 
14. Staff further believes that grounds exist to assess civil penalties against Truxton 

3wSuant to A.R.S. $0 40-424 and 425. 

15. On January 14, 201 1, ADEQ issued a Compliance Status Report which indicates that 

rruxton has some remaining water quality issues and monitoring and reporting violations.20 Because 

Fruxton has failed to provide monitoring and reporting, ADEQ was unable to determine if Truxton is 

delivering water that meets water quality standards.21 

16. Truxton is not located within any Active Management Area (“AMA”). The Arizona 

Decision No. 71837 (August 10, 2010). 9 

!’ Exhlbit S-8. 
I’ Id. 
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Department of Water Resources ( “ ~ W R ” )  has determined that Truxton is currently in compliance 

with departmental requirements governing water providers and/or community water systems.22 

17. Truxton does not have an approved Curtailment Tariff on file with the Commission. 

Staff recommends that Truxton file a curtailment tariff as soon as possible, but not later than forty- 

five (45) days after the effective date of a Decision in this matter. 

18. 

’ublic Comments 

19. 

Truxton has an approved backflow prevention tariff on file with the Commission. 

Two days of hearing were held on the issues raised in the OSC. Several members of 

the public presented public comments during the hearing. 

20. Ms. Victoria Hoag gave public comments and stated that she has lived in the Valle 

Vista subdivision since 2008.23 Ms. Hoag stated that the Company has not been timely in providing 

notice to customers when the contaminant levels are high and, when notice is given, it is inadequate; 

there have been repeated issues with arsenic and e. coli in the water; leaks in the system have taken as 

long as 18 months to repair; no money is being reinvested in capital improvements; and the Company 

is non-responsive to customer corn plaint^.^^ Ms. Hoag provided a copy of a New Yurk Times article 

dated January 7,201 1 , showing that Truxton’s arsenic and TTHM levels exceeded the Environmental 

Protection Agency’s MCL. Ms. Hoag also stated that the Company’s request to post notice of the 

hearing date to its website was impossible because the website was not functioning and, to her 

knowledge, has never functioned.25 

21. Mr. Butch Martin also provided public comments. Mr. Martin provided a pictorial 

showing various leaks on the Truxton system dating from August of 2009 through January 201 1.26 

Mr. Martin stated that he has provided copies of the photos to Truxton and the Commission; repair 

work on the system has been “sloppy”; Truxton fails to fulfill its obligations (ie., leaks, installing fire 

hydrants, mainline extensions) until they are forced to do so; and that Truxton “lacks capital, 

22 ADWR Compliance Status Report dated October 5,2010. 
23 Tr. at 15. 

Tr. at 11-15. 
Tr. at 16-17. 

24 

25 

26 Tr. at 18. 
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personnel and the proper equipment to keep the water system safe.”27 Mr. Martin stated he would like 

to see Truxton removed and replaced with a company that has “the knowledge, asset base, and 

willingness to fix [the] water problem,” and that Truxton’s “pattern of violated regulations and 

broken agreements has not served [the] community 

22. Mr. Andy Wilson also provided public comment. Mr. Wilson stated that he is a 

retired ADEQ inspector and that while working for ADEQ he was assigned to Truxton for six years.29 

He stated that Truxton’s water system was built in the 1940s and it is beyond repair and needs to be 

rebuilt.30 Mr. Wilson further stated that during the time he worked with Truxton he repeatedly 

requested plans for the system and never got them and that, in his experience with Truxton, the 

Company would only partially comply with  request^.^' Mr. Wilson recounted an incident where 

Truxton was having water pressure issues on the north end of its system and customers were without 

water for days.32 According to Mr. Wilson, Truxton said it would install a pump station to correct the 

problem. Truxton purchased the pump, but never connected it to the system.33 

23. Other members of the public provided public comments related to the deteriorating 

condition of the water system and water quality issues. 

Staff Recommendations 

24. On the first day of hearing, Staff and Truxton presented a “Stipulation Agreement,” 

attached hereto and incorporated herein as Exhibit Cy whereby Truxton agrees that the actions 

described in paragraphs three (3) through thirty (30) of the OSC occurred; that the actions described 

in those paragraphs may constitute violations of the A.R.S. and the A.A.C.; that Truxton will abide 

by any and all applicable rules, statutes, and constitutional provisions; that Truxton agrees with 

Staffs twenty-two (22) recommendations and timelines as set forth in the Stipulation Agreement; and 

that the Stipulation Agreement shall be maintained by the Commission as a public record.34 

27 Tr. at 19. 
28 Id. 
29Tr.at31. 
30 Tr. at 29. 
31 TI. at 30. 
32 Tr. at 30. 
33 Id. 
34 Exhibit S-1. 
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A. The Stipulation Agreement states that: 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

Truxton will be in full compliance with Commission rules and regulations, no 
later than September 30,201 1. 
Staff may appoint an Interim Manager for Truxton, without fiu-ther action by 
the Commission, if Truxton is not fully in compliance with all Commission 
and ADEQ rules and regulations by September 30, 201 1 , or the compliance 
deadlines established in the ADEQ Consent Order, whichever comes later. 
Truxton will follow the approved ADEQ plan to remedy the Company’s 
arsenic contamination violation. 
Truxton will acquire all water system assets necessary to provide service from 
the Trust no later than June 30,201 1. 
Truxton agrees to receive assignment of the WSA between the Trust and 
Association within thirty (30) days from the effective date of the Commission 
Order provided the Association agrees to the assignment. 
Truxton will charge the Association the Stipulation Agreement’s prevailing 
rate at the time of the Agreement transfer, and the rate will be referred to as the 
Golf Course Rate. 
Truxton will no longer adjust the Golf Course Rate based on the annual 
Consumer Price Index (“CPI”). 
Truxton will file a revised tariff or a special contract rate for the transferred 
Agreement with the Association, with Docket Control, as a compliance item in 
this docket, 30 days from the effective date of the Commission Order. 
Truxton will file a report with Docket Control, as a compliance item in this 
docket, no later than thirty (30) days from the effective date of the Commission 
Order, confirming that Truxton, and only Truxton, serves the customers within 
Truxton’s CC&N, including, but not limited to, the Association. 
Truxton will repair all leaks known as of December 31, 2010, within its water 
system, no later than June 30,201 1. 
Truxton will maintain no less than 20 psi at the point of delivery to its 
customers, under all flow conditions, within its certificated area, no later than 
September 30,201 1. 
Truxton will record its long-term debt obtained from the Trust without prior 
Commission approval as additional paid-in-capital by the Trust. 
Truxton’s accounting books and records will be in compliance with National 
Association of Regulatory Utility Commissioners Uniform Systems of 
Accounts and Generally Accepted Accounting Principles, no later than thirty 
(30) days from the date of the Commission Decision in this docket. 
Truxton will file a rate case no later than September 30,201 1 , based on a Test 
Year ending June 30,201 1. 
Truxton will grant Staff access to the Trust’s accounting books and records, for 
Staffs regulatory audit, during Truxton’s rate case proceeding. 
Staff may appoint an Interim Manager for Truxton, without further action of 
the Commission, if its rate case filing does not meet sufficiency requirements 
by January 30,2012. 
Truxton will file any NOV issued by ADEQ, with Docket Control, within 7 
days of receipt of such NOV. Subsequent to the transmission of such NOV, 
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Truxton will continue to provide copies to Docket Control of all relevant 
documents, including, but not limited to, any documents or pleadings filed by 
ADEQ andor by Truxton relating to the NOV and the steps Truxton takes to 
come in compliance, until the ultimate resolution of the NOV. 
Truxton will comply with A.A.C. R14-2-411(A)(2) on the issue of timely 
response to its customers and the Commission. 
Truxton will comply with R14-2-206 on the issue of MXAs. 
Truxton will file all its currently non-approved MXAs and future MXAs for 
Commission approval. 
Except as provided herein, Staff will notify Truxton in writing of violation of 
any Commission or ADEQ rule or regulation that would cause Staff to appoint 
an Interim Manager for Truxton. Truxton will have thirty (30) days to cure the 
violation. 
Truxton maintains that compliance with ADEQ rules regarding the arsenic 
issues will take more than one year to achieve full compliance due to the 
testing requirements. Therefore, Staff and Truxton will work in good faith to 
set a compliance deadline regarding arsenic compliance. However, all other 
ADEQ compliance items will meet the deadlines as delineated above. 

25. Staff M e r  recommends that Truxton should: 

a. 

b. 

C. 

Install a meter at each interconnection location so that the level of non-account 
water for the Truxton water system can be determined. 
File documentation showing that meters have been installed and are in-service, 
within ninety (90) days of the effective date of a Decision in this matter. 
Once the meters have been installed, Truxton record the water entering its 
water system and water purchased by its customers on a monthly basis, and 
include this water use data in the Company’s 201 1 Annual Report to be filed 
with the Commission. 
Coordinate when it reads the source meters each month with when it reads the 
customer meters so that an accurate accounting of the water pumped and the 
water delivered to customers is determined. 
If reported water loss is greater than 10 percent, the Company shall prepare a 
report containing a detailed analysis and plan to reduce water loss to 10 percent 
or less. If Truxton believes it is not cost effective to reduce the water loss to 
less than 10 percent it should submit a detailed cost benefit analysis to support 
its opinion. In no case shall Truxton allow water loss to be greater than 15 
percent. 35 

d. 

e. 

Lssignment of Agreement 

26. The Association was granted intervention in this p r~ceed ing .~~  The Association and 

the Trust have a long-established contractual relationship dating back to 1972, whereby the Trust 

35 It is appropriate to address these additional Staff recommendations in the rate application that will be filed pursuant to 
the terms of the Stipulation Agreement. 
36 Procedural Order issued January 5,201 1. 
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xovides the Association with irrigation water for use throughout its community, including 

eecreational areas. 

27. The Association represents the residents of the Valle Vista development which 

:ncompasses 4,300 lots and 850 existing homes located on 1700 acres.37 The Valle Vista community 

:enters around the golf course, and includes other amenities such as a park, tennis court, and 

swimming ~ 0 0 1 . ~ ~  

28. The Agreement between the Trust and the Association is renewable every five years. 

The most current Agreement was executed on April 24, 2002 and is set to expire on December 3 1, 

201 1 .39 

29. Under the terms of the Agreement, among other things, the Trust provides and the 

Association must pay for a minimum of two hundred million gallons of water annually. The 

Agreement provides that the Trust will first provide water from its Hackberry Area Well Field 

(“Hackberry”), but that an added cost rate of $.35 per one thousand gallons shall apply if the Trust 

uses water sources other than Hackberry. The Agreement also allows the rate for the water to be 

adjusted according to fluctuations in the CPI. The Agreement’s current contract rate is $1.14 per 

1,000 gallons. 

30. The Stipulation Agreement requires Truxton to receive assignment of the Agreement 

between the Trust and the Association within thirty (30) days of the effective date of a Decision in 

this matters4’ Further, Staff and Truxton agree that Truxton will file a revised tariff or a special 

contract rate for the transferred Agreement with the Association, within 30 days of the effective date 

of a Decision in this matter. Finally, Truxton will charge the Association the Agreement’s prevailing 

rate at the time of the Agreement transfer. 

3 1. The above provisions of the Stipulation Agreement stem from Staffs conclusion that 

there is no independent management protecting Truxton’s rights against the Trust, and that the Trust 

should not be selling water within Truxton’s CCC%N.~~ Staff testified that the Agreement with the 

Tr. at 101. 37 

38 Id. 
39 Id. 

41 Exhibit S-2 at 8. 
Exhibit S-1, No. 5 .  40 
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Association, as well as all other agreements, have been signed by Mr. Marc B. Neal on behalf of the 

Trust and that a conflict of interest exists because Mr. Marc B. Neal acts as both President of Truxton 

and as the sole Trustee of the Trust.42 Staff testified that this conflict of interest has led to the Trust 

selling water within Truxton’s CC&N when the Trust is not certificated as a public service 

corporation in h ~ o n a . ~ ~  Further, Staff is concerned with allegations that the Trust may be selling 

water to other entities (ie., water bottling company and through standpipes) within Truxton’s 

32. According to Staff, the Trust’s Agreement with the Association precludes Truxton 

from generating approximately $200,000 in annual revenues.45 The Association provided 

documentation showing that in 2009 it purchased water from the Trust in the amount of 

$244,987. 87.46 

33. Staff testified that under the terms of the Agreement, the Association pays a rate of 

$1.14 per 1,000 gallons for the delivery of ~ a t e r . 4 ~  Truxton currently pays the Trust $1.01 per 1,000 

gallons to deliver water to the Association’s golf course. 48 Staff testified that the prevailing rate of 

$1.14 per 1,000 should be carried forward without any prospect for a rate increase until Truxton’s 

next rate case.49 Staffs witness testified that Staff believes the difference between the $1.01 

purchased water rate and the $1.14 rate paid by the Association will provide Truxton with a narrow 

margin to cover the additional costs related to the delivery of service once the Agreement is 

tran~ferred.~’ Staff testified that it believes the operating margin is reasonable, but that the actual cost 

incurred by Truxton to provide service to the golf course will be fully vetted during the rate case.51 

34. Staff believes it is the best interest of Truxton and its customers to have the 

Association remain a customer.52 

42 Exhibit S-2 at 6 ,  8. 
Id. at 8. 

44 Id. 
45 Id. at 9. 
46Exhibit S-2, Attachment AII-4. 
47 TI. at 53. 
48Tr. at 59. 
49Tr. at 52. 
50 Id. at 60. ’* Id at 61. 
52 Id. 

43 
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35. The Association states that it does not oppose becoming a customer of Truxton and 

Zenerally agrees with Staffs recommendations in the Stipulation Agreement, subject to the following 

:onditions described below.53 

36. The Association states it will become a customer of Truxton if the Commission adopts 

.he prevailing rate of $1.14 per 1,000 gallons as recommended by Staff; the added rate of $.35 per 

1,000 gallons for any water from sources other than the Hackberry Area Well Field, is charged only 

m the event that such water supply is necessary; Truxton is required to notify the Association of the 

need to use a water source other than Hackberry in advance of using another water source; and if the 

~ssociation only pays for water it actually uses.54 

37. The Association and Truxton state that the Agreement is a private contract between 

them and cannot be assigned without the Association’s consent.” 

38. Mr. William Meehan, board member and secretary for the Association, testified that 

the Association is concerned with a possible rate increase because the Association has experienced 

three years of unpaid assessments, requests to increase assessments have been rejected, and the 

Association is operating with no reserves.56 The witness stated that the golf course is the centerpiece 

of the subdivision and that if water rates increase, the Association may not be able to pay for water 

and the golf course would close and property values would be affected.57 Additionally, the witness 

stated that the Association has become increasingly worried about a potential rate increase, because 

in recent correspondence, the Trust wants to include a franchise fee, superfund tax, and increased 

costs for electrical rates5* 

39. The Association states it is willing to accept the added rate of $.35 per 1,000 gallons 

for any water from sources other than Hackberry, but only if such water supply is ne~essary.~’ 

Further, the Association requests that any Decision in this matter include a provision that Truxton 

must notify the Association 48 hours prior to using any other water source in order to allow the 

Association Closing Brief at 2. 
54 Association Closing Brief at 6-7. 
55 Tr. at 100 and Association Closing Brief at 3. 
56 Tr. at 136. 
57 Tr. at 131, 138. 
58 Tr. at 139. 

53 

Association Closing Brief at 7. 59 
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Association to adjust its water usage before incurring the additional charge.60 

40. The Association states that it will agree to assignment of the Agreement if it has to 

only pay for the water it uses, and not the two hundred million gallons annually as stated in the 

Agreement. 

41. The Association states it has significantly reduced its water usage in 2010 by 50 

million gallons.62 The Association uses only groundwater to irrigate the golf course, park area, and 

other common areas and landscaping in the Valle Vista community.63 According to the Association’s 

witness, there is no option to use effluent to water the golf course because the closest sewer company 

is 18 miles away.64 

42. Staff and Truxton contend that the issues raised by the Association would be best 

resolved in a rate case p r~ceed ing .~~  Truxton asserts that the Association has rates that apply and that 

before those rates can be changed, Truxton is entitled to a rate case proceeding.66 Truxton also 

contends that the Association is using the OSC proceeding to seek lower rates for water and if the 

Association’s request is granted, it will be paying rates significantly less than the lowest rate paid by 

 homeowner^.^^ Truxton also argues that the Stipulation Agreement does not state that the Agreement 

will no longer be valid or that any other terms will be changed.68 

43. Staff states the issue concerning the treatment of the Agreement between the Trust and 

the Association is a peripheral issue to those contained in the OSC.6’ Staff urges the Commission to 

adopt its recommendation regarding the treatment of the Agreement and the Transfer of the Trust’s 

water customers, including, but not limited to the Association, to Tru~ton.~’ 

M X A S  

44. Staff alleges that Truxton has in the past failed to file MXAs with the Commission, 

60Association Closing Brief at 7. 
Id. 

62 Tr. at 144. 
Tr. at 145. 

64 Id. 
Truxton Closing Brief at 2. Staff Closing Brief at 2. 

66 Truxton Closing Brief at 2.  

68 Id. 
69 Staff Closing Brief at 3. 
70 Id. 

63 

65 

‘j71d. 
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?ailed to create written agreements evidencing MXAs, and has not refunded advances to customers. 

45. In Docket No. W-02168A-10-0111, a Formal Complaint was lodged with the 

:ommission against Truxton. In the Complaint, Mr. James Bacus alleged that Truxton has violated 

;ommission Rules by failing to obtain Commission approval of a MXA executed between the 

~ a r t i e s . ~ ~  Mr. Bacus alleged that he advanced Truxton $24,816 on May 3, 2007, for the construction 

if a main extension line to several lots. Mr. Bacus claimed, and the Company acknowledged, that the 

Tansaction described in the Complaint did occur and that Truxton has failed to construct the main 

line extension, failed to file for Commission approval of the MXA, or refunded Mr. Bacus’ advance 

when requested.72 Under the Settlement Agreement, Truxton was to pay Mr. Bacus the total amount 

Df $24, 816, with an annual interest rate of 8 percent, beginning on May 1, 2007.73 Further, upon 

sxecution of the Settlement Agreement, Truxton was to pay Mr. Bacus $5,000.74 Beginning February 

15, 201 1, Truxton was to make monthly installment payments in the amount of $700 to Mr. Bacus by 

the 15th of month until the Settlement Amount is paid in full.75 

46. During this proceeding, Truxton’s witness testified that the Company paid only $1,000 

of the full $5,000 up-fi-ont payment to Mr. B a ~ u s . ~ ~  Further, the witness testified that, as of February 

201 1, the Company was $1,400 in arrears on the monthly installment payments, in addition to the 

$4,000 advance payment owed to Mr. Bacus. 77 Truxton’s witness testified that the Company was 

unable to make the payments to Mr. Bacus because the Company had a reduction in cash flow 

because it needed to refund meter deposits of approximately $15,000 to $20,000 for the months of 

December 2010 and January 2011.78 The witness stated that the Company should be able to pay Mr. 

Bacus the $5,700 owed in March 201 1 .79 

47. Staff has recommended that Truxton comply with A.A.C. R14-2-406 regarding 

MXAs. 
- 

71 Complaint at 1. 
72 Settlement Report docketed December 30,2010 in Docket No. W-02168A-10-0111. 
l3 Id. 
l4 Id. 
75 Id. 
76 Tr. at 194. 
77 Tr. at 196. 
78 Tr. at 192. 
79 Tr. at 193. 
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aalvsis 

4%. The Association has, on the one hand, asserted that the Agreement with the Trust is a 

:ontract between private parties and not subject to the Commission's jurisdiction while, on the other 

'land, claiming that the Commission should modify the terms of the Agreement in order for the 

4ssociation to agree to the transfer of the Agreement from the Trust to Truxton. We note that the 

4greement between the Trust and the Association is due to expire on December 3 1, 201 1, and with 

the filing of a rate application by Truxton in the intervening period, as required by the Stipulation 

4greement, the issue of the appropriate rates for the Association and all other customers will be 

reviewed and established by the Commission in that rate case proceeding. 

49. The Stipulation Agreement reached by Truxton and Staff preserves the Association's 

prevailing rate of $1.14 until Truxton's rate case is completed; the Association agreed with Staffs 

recommendation to pay the prevailing rate;" and the Association agreed it will intervene in the rate 

:ase to address any proposed rate increases.'l Based on these facts, we find that the issues raised by 

the Association are best resolved in a rate proceeding. However, we wish to make clear that the 

Stipulation precludes both the Trust and the Company from extending the current Agreement or 

entering into a new Agreement with the Association. 

50. As stated above, Truxton has failed to make timely payments to Mr. Bacus based on 

the executed Settlement Agreement. Staff has recommended that Truxton comply with Commission 

rules governing MXAs. In addition, we find it appropriate to require Truxton to file in this docket 

and the related Complaint docket, as a compliance item, proof that it is current on its payments, to Mr. 

Bacus on a monthly basis until the total Settlement Amount of $24,816, plus applicable interest, is 

paid in full. Truxton should also be on notice that the failure to make regular monthly payments in 

accordance with the Settlement Agreement will constitute a violation of the Stipulation Agreement 

and may result in administrative penalties being assessed. 

5 1. The terms of the Stipulation Agreement are reasonable and shall be adopted. 

~~ 

Tr. at 157. 
'' Tr. at 155. 
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52. The OSC also seeks administrative penalties against T m t o n  pursuant to A.R.S. $5  
$0-424 and 40-425. Staff believes that Truxton, through its new management, is committed to 

muring that Truxton is properly managed on a going-forward basis.82 Based on the ADEQ 201 1 

:onsent Order, Truxton has had no new reported violations and is making progress towards 

:orrecting its compliance issues. Therefore, we find at this time it is not necessary, at this time, to 

mess administrative penalties against Truxton. However, Truxton should be on notice that any new 

siolations (including failure to comply with this Decision) could result in Truxton being assessed 

administrative penalties. 
CONCLUSIONS OF LAW 

1. Truxton Canyon Water Company is a public service corporation within the meaning of 

Article XV of the Anzona Constitution and A.R.S. $55 40-246,40-424, and 40-425. 

2. The Commission has jurisdiction over Truxton Canyon Water Company and the 

subject matter of the OSC. 

3. The issuance of a Certificate of Convenience and Necessity to a public service 

corporation imposes a duty upon the certificate holder to operate the utility in a lawful manner, to 

comply with law, and to provide competent management and adequate service to its customers. 

4. Truxton Canyon Water Company is in violation of paragraphs three (3) through thirty 

(30) as alleged in the Order to Show Cause. 

5. Truxton Canyon Water Company shall comply with the terms of the Stipulation 

Agreement, attached hereto and incorporated herein. 

6. Failure by Truxton Canyon Water Company to comply with the Stipulation 

Agreement could result in administrative penalties being assessed against the Company. 

ORDER 

IT IS THEREFORE ORDERED that the Stipulation Agreement, attached hereto as Exhibit C, 

reached by Truxton Canyon Water Company and the Commission’s Utilities Division Staff, is hereby 

approved, and Truxton shall comply with the terms of the Stipulation Agreement. 

82 Exhlbit S-2 at 8. 
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IT IS FURTHER ORDERED that Truxton Canyon Water Company shall file in this Docket 

md in Docket No. W-02 168A- 10-0 1 1 1, as a compliance item, proof that it is current on its payments 

o Mr. Bacus beginning June 1, 201 1, and continuing annually until the total Settlement Amount of 

;24,8 16, plus applicable interest, is paid in full. 

IT IS FURTHER ORDERED that Truxton Canyon Water Company is hereby put on notice 

hat the failure to make regularly monthly payments in accordance with the Settlement Agreement 

md to file proof of such payments as described above will constitute a violation of the Stipulation 

Igreement and may result in administrative penalties being assessed. 
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IT IS FURTHER ORDERED that Truxton Canyon Water Company is hereby put on notice 

hat any future violations of h z o n a  Statutes, Commission Rules, or this Decision, may result in it 

being assessed administrative penalties. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION. 

:HAIRMAN COMMISSIONER 

COMMISSIONER COMMISSIONER 3OMMIS SIONER 

IN WITNESS WHEREOF, I, ERNEST G. JOHNSON, 
Executive Director of the Arizona Corporation Commission, 
have hereunto set my hand and caused the official seal of the 
Commission to be affixed at the Capitol, in the City of Phoenix, 
this day of , 2011. 

ERNEST G. JOHNSON 
EXECUTIVE DIRECTOR 

IISSENT 

3ISSENT 
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3. Marc Neal 
Mike Neal 
rRUXTON CANYON WATER CO. 
7313 E. Concho Drive, Suite B 
(ingman, AZ 86401 

Steve Wene 
MOYES SELLERS & SIMS 
1850 N. Central Ave., Suite 1100 
'hoenix, AZ 85004 
4ttorneys for Truxton Canyon Water Co. 

rodd Wiley 
?E"EMORE CRAIG 
3003 N. Central Ave., Suite 2600 
Phoenix, AZ 85012 
4ttorneys for Valle Vista Property 
Owners Association, Inc. 

lanice Alward, Chief Counsel 
Legal Division 
4RIZONA CORPORATION COMMISSION 
1200 West Washington Street 
Phoenix, AZ 85007 

Steven Olea, Director 
Utilities Division 
ARIZONA CORPORATION COMMISSION 
1200 West Washington Street 
Phoenix, AZ 85007 
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Management Organizational Chart - March 20 1 1 

Claude K. NealFamily Trust 

Trustor - Rita Neal 
Co-Trustees - Rita Nealand B. Marc Neal 
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EXHIBIT B 

BEFORE THE DJRECTDR OF THE 
ARIZONA DEPARTMENT OF ENVIRON1WENTAI, QUALITY 

In the Matter .of: 
CONSENT ORDER 

Truxton Canyon Water Company, 1 
[ncorporated, located at 8 1 63 E. Hwy 66, ) 
Kingman, Mohave County, Arizona 86401 1 -  

1 
Public Water System Number 08-035 1 

1 
DecketNo. - -  nw 07 11 

. I  

ro: 

%s owner and/or operator of Truxton Canyon Water Co., Inc., located at 8163 E. H w y  66, 

Trwton '%myon Water Ca., Inc. (Truxton Canyon), an Arizona corporation, in its capacity 

K;ngmin, Mohave County, Arizona 86401 I 

RECITALS 

Truxton Canyon acknowledges that no promise of any kind or nature whatsoever was made 

x) indum it to enter into fhk Consent Order, and TrLLvton Can3;on, has done so voluntarily. 

Truxton Canyon ackmowledges that by entering into this Consent &der, it does nut resolve 

my liability it may have for civil penalties for violations of riny State or Fcdml environmental law. 

By entering into this Consent Order, Truxton Canyon does not adrnit to any civil or criminal 

liability, or waive any right including but not limited to the assertion of any defense nvailablc t D  

I'riixton Canyon under applicable law. Further, Truxton Canyon does not admit, and both the 

k r i z e - 7  -3kUxb- . D  

controvert ia any subsequent proG&ing to implement or enforce this Consent Order, the validity of 

any Findings of Fact or Conclusions of Law contained in this Consent Order. 

The mdersigned representative of Truxton Canyon certifies that he is fully authorized to 

execute this Consent Order on'behalf of Truxton Canyon and to legally bind Tmuton Canyon to this 

Consent Order. TruxtonCanyon admits to the jurisdiction of the Director of ADEQ. 
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Except as to the right to controvert thevalidity of aiy Findmgs of Fact or Conclusion of 

Law contained in this Consent Order in a proceeding other rhan to enforce this Consent Order, 

Truxton Canyon consents to the terms and entry of this Consent Order and agrees not to contest the 

validity or terms of this Consent Order in any subsequent proceeding. 

TMEREFORE, IT IS HEJXEBY ORJJERED as follow: 
I 

L JUWSDICTION 

The Director of ADEQ has jurjsdicfioauver the subject matter of this action and is 

authorized to issue this Consent Order pursuant to the Arjsona Revised Statutes (A.R.S.) 0s 49-354 

md 41-1092.07(F)(5). 

n. FINDINGS 

THE IDIRECTOR BEREBY MAKES TEE FOLLOWING FINDMGS OF FACT AND 

CONCLUSIONS OF L A W  

.ABL. Firidinrs of Fact 

1, Taxton, Cauyon WaterCo., o.wns and/or operates Tnuton Cmiyon'Water 

Co., located at SI63 E. Hwy 66: Kingman, Mohave County, Arizona 86401. 

2. Trimton Canyon is a oonmmity water system sewing a population of 

approximateiy 2,205 .with 960 water comcotiqns, served by (6) wells, two (2) Entry Points to the 

Di~istribufion System (EPDS), two (2) chlorinators and a distribution system. ADEQ has assigned 

( W W  , . .  
.. . 

3. Analyticdl res& submitted by Truxton Canyon to ADEQ for 8. sample taken 

at EPDS #OQl on September 28,2009:indicnted 8n arsenic level of 0.015 mgA, a sample taken on 

November 17,2009 indicated an arsenic level of 0,015 mdl, and a sample taken on June 30,2010 

iildicated an arsenic level of O.013 mg& 

4. According to ADEQ records, a public notice was ngt provided to customers 

of PWSirf08-035 for exceeding the MCL for arsenic from July 2008 through June 201 0. 

- 2  - 

. I  

I 
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residual-disinfection monitoring samples for July, August and September 20 10 when two (2) 

inoriitonng sample resuits are reqdred. 

1.1 According. to ADEQ records, a public notice was not provided t o  custDmers 

of PWS #08-035 for not collecting the requira number of samples for maximum-residual- 

disinfection monitoring .from July 2008 thovgh September 201 0. 

12. ADEQ does not have a record of Tnu;ton Canyon submitting amlyticd 

results .for total coliform sampling required for September and October 2010. 

13; According to ADEQ ~ecords, a public notice was not provided to customers 

2 

i 
i 
I ! 
I 

j 
I 
i 

3 

Q 

5. According ro ADEQ records, Truxlon Canyon did not submit arseuic 

quarterly monitoring samples for EPDS WOl between October 2009 and March 2010, and between 

July 20 10 and September 201 0. 

6. According to ADEQ records, a public notice was not prolljded to customers 

9 

1Q 

11 

12 

13 

J4 

15 

1.6 

17 

1.8 

I '1 9 

20 

21 

I of PWS #08-035 for not submitting arsenic quarterly rnonitoring samples between October 2009 

and September 201 0. 

7. According to ADEQ records, Tmton Canyon submitted one disinfectjon-by- 

product monitoring sample rhsult in 2008, when two (2) samples are required yearJuly. No samples 

23 

24 

25 

_ .  

were submitted in 20U9 or 201 0 during tbe required timeframe of June 1 and September 30 each 

year. 

8. According to ADEQ records, a public notice was not provided to customers 

for PWS #08-035 for not collecthgthe required number of disinfection-by-product samples from 

June 2008 through June 20 10. 

9. According to ADEQ records, Tmton Canyon submitted one monthly 

maximnm-residual-disinfe.cticm monitoring sample result per quarter from July 2008 through June 

20.1 0, whenmo (2) monitoring samples per month we required. 

10. According to ADEQ records, Truxtbn Canyon did riot submit maxurimum- 
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D f  Pws if08-035 for failure to collect total coliform samples required for September and October 

2010. 

14. ADEQ does not have a record of Truxton Canyon subnlitting Initial 

Distribution System Evaluation (IDSE) - Standard Monitoring Plan (SMP), which was due to 

4DEQ by July 1,2010. 

IS. According to ADEQ records, a public notice was not provided to customers 

>f PWS #OB-035 for fnilure to 'submit an IDSE - SMP to ADEQ by July 1,2010. 

16. During an inspecfion conducted on December 14,2005, it was discovered 

hat the water pressure at m e  of the businesses served by PWS #08-035 was Iess thai 10 pounds per 

inch (psi). An Opportunity to Correct Deficiencies (PJOC) was issued by ADEQ to 

rruxtoii Canyon. T~lLvton Canyon did not respond to the NOC. From March 9,2006 to March 

17,2006 ADEQ placed a recording pressure gauge on the distribution system of PWS #OS-035. 

The highest pressure recorded by the gauge during this tiine was 8-6 psi, and the lowest pressure 

recorded was 1.4 psi. 

17. Durhg inspections codwted on May 19,2009 and October 14,2009, 

ADEQ found the water pressure throughout the system was below 20 psi. From September 23, 

2009 to September 30,2009 ADEQ placed a recording pressure gauge on the distribution system of 

PWS #08-035 at East Western Street. The recorded readings indicated that the connection never 

wheved apressure greaer t i i i  M- ~ ~ ~ d i ~ ~ p e d ~ ~ ~ ~ t ~ ~ ~ ~ ~ ~ ~  R g+wte& 

outage. 

18. During inspectiom conducTed on May 19,2009 and October 14,2009 t h e  

ADEQ inspectar observed multiple le&, missing well numbers, inissing emergency contact 

information, missing public water system numbers posted at the wells, and observed genera1 

disrepsir problems. 

19. In September 2007, Tnxton Canyon and ADEQ, entered into Consent 

- 4 -  Initia\&- 
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Order (DW-49-09 which re.quired t1ie:water system to submit a written monitoring plan forXhe 

collection of &,infection-by-product and tesidud disinfection levet samples at representative sites 

throughoirt the &tributi,ou system. ADEQ does not have a record of a monitoring plm being 

submitted by Truxton Canyon. 

B. Concludo~s of Law 

1.. Truxtcm Cauyon is apubljc Water .system 8s defined in A.R.S. $49-352[Bj 

and 40 C,.F;R 5 141.2 (incorporated by reference at A.A.C. RI8-4-103). 

2. Twton  Canyon is a community water system as defined in 40 C.F.R. $ 

141.2 @-mrporated by reference ni A.A.C. Rl-8-4-103>. 

3. Truxton Canyon W.ater. Co.,, as owner and opwatbr or Truxfon Canyon, is a 

sufjpI.ier of d e r  as defined in 40 C.F;R. §.142.2 (jncoq,omted by referen@ ZL'S A A C ?  R:1824-1!23). 

4. The Maxiniutrt Cuntaminarit Level (MCL) BS. definedh 40 C.F.R. 8 131.2 

(incqorated tyrefermee BS A.A.C. R.18-4-203) mews the mqxunum permissible 1evel.of a 

cqntaminqnt.ln water which is delivered to my user of a public water system. The MCL for arsenic 

is 0.010 mgll as established in 40 C.F.R. 5 141.62.@)(16) (incorporated by reference as A.A.C. Rl8- 

4-1 09). 

5. By distributing water in excess of the MCL for arsenic, Tmxton Canyon 

violated 40 C.F.R. $ 141.62@) (incorporated by reference as A.A.C. R18-4109). 

-----4,- b l ~ ~ ~ t i C ~ ~ ~ ~ ~ # O ~  

exmedances that O C C U I F ~  between September 2009 to March2010 and July 2010 to September 

2010, Tmmn Canyon violated 40 C.F.R. 3 141,203 (incorporaled by reference as A.A.C. R18-4- 

119). 

7. By failing to submit quarterly axenic monitoring results from October 2009 

to March 2010 and July 201 0 to Septeinber 201 0 aRer exceeding the MCL. Truxton Canyon 

vidated 40 C.F.R. 6 141.23(c)(7) (incorporated by reference as A.A.C. R18-4-105). 

- 5 -  initials 
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8. By failing to issue a Public Notice to custoniers of P WS $08-035 for failure 

to conduct quarterly monitoring for arsenic, Truxton Canyon violated 40 C.F.R. 

(incorporaled by reference as A.A.C. R18-4-119). 

141.203 

9. By failing to collect the required number of disinfectioii-by-product 

monitoring samples between Janllary 2008 through September 201 0. Truxton Canyon violated 40 

C.F.R. 4 141.132(c)(l)(i) (incorporated by reference as A.A.C. R18-4-114(1)). 

10. By failing to issue a Public Notice to customers of PWS KOg-035 for failure 

to collect the required monitoring samples for disinfection-by-product froin January 2006 though 

June 2010, Truxton Canyon violated 40 C.F.R. 4 141.203 (incorporated by reference as A.A.C. 

R18-4-119). 

11.. B y  failiiig to cbllect the required number of maxim~m-residual-di~i~~c, t io~ 

moniforiag samples ftom J39-2008 through September 201 0, T m t w  Canyon 60lnted,40'd,F..R. 4 

141.132(c)(l)(i) (incorportited by reference as A.A.C. RI 8-4-1l4(1)). 

12. By failing to issue n Pu$lic'Nodce to customers of PWS #08-035 for failure 

to collect the req&d monitoring samples fsr majrirnum-residual-disinfcction monitodng~samples 

from January 2008Ihrougb September 201 0, Twton  Canyon violated N.C.F.R. 8 141.203 

(incorporated by reference as AA.C. Rt8-4-119). 

13. By failing tocoll@ total coliform samples for September and October 2010, 

Truxton Canyon violated 4.0 C.F.K. 4 14 1 .Ll@)vJ/A,A.L. :l~%&h?~. 

14. B:y failiiig to issue a Pubiic Notice:to custouiers of PWS #OS-035 for failiire 

to toll@ total coliform samples for September and October 201 0, Truxton Canyon violated 40 

C.E.R. $ 141.203 (incoiporated by refkrckxe as A.A,C. R18-4-119). 

15. By failing to subinit an Initial Distribution System EvaIuation (IDSE)'-. 

Standard Monitoring Plan (SMP), due to ADEQ by July 1,2010, Truxton Canyon violated the 

Sta@ 2 Disiddion-by-Product Ride 40 C.F.k 5 141 .GOO. 

- 6 -  . .Initial& 
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16. By failing to issue a pubIic notice to customers of PWS #OS-035 fot failure to 

submit an DSE - SkP to ADEQ by JuIy I, 201 0, Truxton Canyon violated 40 C.F.R. 5 141 203 

(incorporated by refercnce as A.A.C. R18-4-I 19). 

17. By failing to maintain a pressure of at least 20 (psi) at ground level at all 

points in the potable water distribution system under all conditions of flow, Tnixton Canyon 

violated A.A.C. R18-5-S02(B>. 

18. By failing to inaintain arid keep in pIoper operating condition a facility used 

in the production, treatment, or distribution of a water supplier, Truxton Cauyon violated A.A.C. 

R18-4-203. 

19. By faihig to provide a nionitonng~plan for the collection of disinfection-by- 

product and ttsidual disinfection level somples at representative sites throughout the distribution 

system, Truxton Canyon violated 40 C.F.R. $14  I .132(f) (incorpoyated by reference as A.A.C. R18- 

4-1 142, and Consent Ordef 5W-49-07. 

IIK. COMPLKANCE SCHEDULE 

THE DIRECTOR HEREBY ORDERS and Trmton Canyon agree to comply with the provisions 

of this Consent Order as follows: 
\ I  

\I 
Y A. Within ten {IO) Calendar days of the effective date of this Order, Truxton 

_. - 
Canyon shall issue a public notice describing the arsenic exmedance, failure to conduct arsenic 

quarterly monitoring, railme to collect tusinrection-by-product monitoring samples, fadu1-e 

+ >- J 
I I' 

I 

! 
4 

/ a  . -  

bv .cc~~lect the.requrreo numb oi:chlorine sar.pies, ana raiiure to collect required total coliform 

cmples forSeptember and October 2010 to customers ofPWS-#O8-035,'as ~ u i r e d . b y 4 0  C1F.R. $ 

141.203@) (incprpbrated by reference at A.A.C. R18-4-,119). Tmton Canyon shall issue repeat 

pub1icnoti;ces on a quarterly bask as requjred by 40 C.F.R $203(b)(2) (iricorporated by reference 

at A.A.C. Rl8-4-119), and submit a copy of each repeat notice to ADEQwithin ten (10) calendar 

days after the notice are,issued. 

- 7 -  lnitiai 
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B. Within ien (10) calendar days of the effective date of this Order, Truxton Canyon 

shall collect an arsenic monitoring sample from EPDS #001 and EPDS #002. Results shail be 

submitted to ADEQ on ADEQ approved forms within ten (10) days of receiving results. Ail future 

monitoring and reporting is required puisuant to 40 C.F.R, 5 141.23(c)(7) (incorporated by 

reference as A.A.C. RI 8-4-105). 
1 

d. Between June 1 and June 30,201 1, Truxton Canyon shall collect a disinfection-by- 

product sample from EPDS #DO1 and EPDS #002. Results shall be submitfed to ADEQ on ADEQ 

approved forms within ten (1 0) days of receiving results. AI1 future monitoring and reporting is I ',. 

requiredpursuant to 40 G.F.R 0 141.13 l(c)(l)(i) (incorporated by reference as A A C .  R18-4- 

11W)). 

D. Within ten (1.0) calendar dhys of the bffective dae ofthis Order,,Truxton.Canyon 

shall col1ect:a chlorine monitoring sample from EPDS #001 and €PI% #002. Results..shall be 

submitted to ADEQ on AnEQ approved fwmiwithin ten (10) days ofn5ceiving. resulk All fiihue 

monitoring and reporting is required pursuant to 40 C.FR 5 141.32(c)(l)(i) (inc.orporated'by 

refefetice. as A.A.C. R18-4-114(1)). 

4 '  

E. Within thirty (3'0) oalendar days of the effective date of fhis Onlet, Truxton Cauyoii 

shail submit. a COPY of an IDSE - Sh@ pursuaut to 40 C. F. R $ ,141.600. 

F. Within ten 110) calendar days of the effective date ofthis Order, Tmxton Canyon 
yl 

~ I ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ r n ~ l ~ ~ ~ ~ ~ P - ~ . ~ ~ ~ ~ ~  d E P - B S # 0 0 y u h i &  

to AQEQ .on.ADEQ approved forms within ten (1 0) days of receiving results. All future monitoring 

and.reporting is r equ i r .&:pu~~t  to 40 C.F.R. 0 141.2.l(a}(2) (incorporated by reference as A.A.C. 

R1.8-4-105. 

G. 'Within sixv (60) calendar days of the effective date ofthis Order, Tiuxton Canyon 

sh&ll develop,a,site mouibring plan in accordance with 40 C.F.R. 8 141.132(f) (incorporated by 

reference AAC. .R18-4- 1 1,4)* and submit to ADEQ for approval. Tru;itton.Canyon. sball respond 
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to any deficiencies noted in the plan within the time prescribed by ADEQ, and implement the plan 

w k n  ADEQ issues approval. 

H. Within one-hundred-twenty (120) calendar days of the effective date of &s Order, 

Truxton Canyon shall conduct an engineering study of the complefe water system and submit a 

reprt prepared and signed by a professional engineer registered in We State of Arizona to ADEQ 

for approval. The report shall detail Upgrades and modifjwtions required io bring the water system 
\ 

into. co,mplimce with monitoring and reporting requirements as well as operation and maintetlannce 

standards in accordance with A.A.C. R18-4-203. The engineering study shall include evaluation of 

an arsenic treatment system. 

I. Within forty-five (45) calendar days after ADEQ's approval of the engineering study 

pursuant Co Secti~r-i 111 (D) of this Order, Truxton Canyou shall submit to ADEQ an administrtrtively 

complete application for an Approval to Consturct (ATC) required by A.A.C. R18-5-505 for all 

modifications or altera6om that will affect the trentnient capacity, wirer quality, flow, distribution 

D r  operational perfonnnnce, and the arsenic exceedance issue. Truxton Canyon sMl respond to any 

deficiencies noted by ADEQ within the time prescribed by ADEQ. 

J. Within one-hundred eighty (1 80) caleiidai days after ADEQ iswe$ fhe ATC3 Truxton 

Canyon sbdl coniplete all niodifica€ions or alterations approved by ADEQ and submit an 

administratively complete application for ail Approval of Construction (AOC), pursuant to R18-5- 

5-07. 

K. Wtthin five (5) cdendw days after the arsenic treatment system in Section JIIQ is. 

installed, Tsuxtan Canyon dial1 collect an initial sample, and then conhue t D  conduct quarterly 

monitoring fur arsenic, a2d submit results to ADEQ witSin five ( 5 )  days of receiving 

results, pursuant to this Order until the arsenic snmple results demonstrate that the running annual 

averageis below 0.010 mgll, in accordance with 40 C.F.R. $ 141,23(i)(1) (incorporated by 

reference at A.A.C. R18-4- 1 Os). 

- 9 -  Initial & 

I 
I 

i 
! 
i 

i 

i 

DECISION NO. 

i 
1 

I 

i 



- .---.-- DOCKET NO W-021 h8A-10-0247 

1 

2 

3 

4 

5 

6 

7 

% 

9 

10 

I '1 I. 

12 

i 3. 

14 

15 

I 'I 6 

I 17 

1 8. 

I IP- 

21 

22 

23 

24 

25 

L. Not withstanding the financial disposition of Truxton Canyon, within one year 

from the effective date of this Order, Truxton Canyon shall complete .construction of the approved 

arsenic 'treatment system, and resolve other monitoring and reporting and operation and 

maintenance issues discussed in this Order. 

IV. STATUS REPORTS 

A. Truxton Canyon npees to submit a writtenstatus report to ADEQ every thirty (30) 

calendar days begimhg thirty (3O)days 17-0112 the effective date of this Consent Order, until 

termbation of this Consent Order. Each written status report shall describe what measures have 

been taken under Section III, of this Consent Order, and shall certify when compliance with the 

requirements of Section 111 of this Order has been achieved. Each report shall he accompanied by 

evidence of compliance including, as appropriate, submiftal of documents, photographs 01 copies of 

any other supporting inform!ion thcd'Truxton Canyon d e e m  necessary. 

B. ADEQ will review .the st2ttus.reports and rclny my disputes in writing to Truxton 

Cmyon. Tryxton Canyonshall incorporate all required modifications, changes or other alterations, 

as requested by ADEQ, within 8.rensomble h e  specified by ADEQ. 

V, VIOLATIONS OF O'RDER/$.TIPULATE~ PkNAfiTIES 

A. ADEQ and Tiuxtori 'Canyon agree thdt if Truxton Canyon commits civil violations 

of A,RS, Title 49, Chapter 2, Article 9 or rules adopted thereder  arid fails to coniply with this 

bnsent Oraer after me a ~ ~ ~ ~ ~ ~ ~ a ~ ~ ~ ~ ~ ~ d ~ ~ - S ~ t i ~ ~ ~ ~ . f f ~ ~ r d e r ~ ~ ~ ~ ~ ~ -  

its':sble.discretion, but .subjcict to Article 9, shall have the option of.either collecting stipulated 

a~,minstt.atilve,peiialties pursuant to this Section, or pursuing statutory penalties. 

B, Nptwithstanding'the foregoing, Truxton Canyon shall be entitled to exercise the right 

to respond to any claimed violation by ADEQ and provide evidence to ADEQ that it is in 

compliance and that said violation does not exist. If ADEQ determines after reviewing such 

- 10- 
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evidence that there is no violation of applicable faws, no stipulated administrative penalties sttall be 

COIleGted. 

C. If ADEQ elects to coilect stipulated administrative penalties, Trmton Canyon agrees 

to pay B penalty of $100.09 per day per violation, up to $1,000.00 per violation. 

D. Except as othewise provided herein, stipulated penalties shall begin to accrue on the 

day that performaiice is due or that a violation of this Consent Order occurs and shall continue EO 

accrue until correction of the act of noncompliance is completed, Neithcr issuance by ADEQ nor 

receipt by Truxton Canyon of a Notice of Violation of the terms and conditions of t h i s  Qnsent 

Order-are conditions.precedent to the accrual of stipulated penalties. 

E. The payment of stipulated penalties slid1 not relieve Tmxton Canyon from 

compliance with the terms and cpnditions of this Consent Order or Federal or State laws, nor limit 

the authority of the State to require compliance with the Consent Order or State law. 

VI. COMPLTANCE WITH OTHER LAWS 

A. This Consent Order does not encompass issues regarding releases, contamination, 

sources, operations, facilities or R process not expressly covered by the terms of this Consent Order, 

and is without prejudice to the rights of the State of Arizona or Truxton Canyon arising under any 

&der& or Arizona environmental statutes aid rules with regard to stEh issues. 

B. Nothing in this Consent Order shall constitute a p e h t  of ally kind, or a modification 

m?my p e r r r r i t ~ f a ~ ~ ~ ~ ~ e ~ ~ t ~ ~ ~ s ~ e - a ~ ~ ~ ~ u ~ ~ ~ ~ j ~ d - ~ ~ ~ f ~ e r ~ ~ ~ ~ ~ e - o r - l ~ ~ -  

law, or relieve Truxton bnyob io my manner of h obligation to apply for2 obtain, and comply 

with all applicable permits. Nothing in tlfis Consent Order shall in any way alter, modify or revoke 

fderal, state, or local law, or relieve Truxton Canyon in any manner of its obligation to coniply 

with such lam.  Compliance with the ternis of this Consent Order shall not be a defense to any 

action to enforce any such permits or laws. 
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VU. FORCE MAJEURE 

A. Truxtoii Canyon shall perform all the requirements of this Consent Order according 

to the t h e  liinits set forth herein, unless performance is prevented or delayed by events which 

constitute afovce rnnjeurc. Force mujeure, for the purposes of tlus Consent Order, is defined as any 

event, arising from causes beyond the control of Truxton Canyon or its authorized representatives 

which delays or prevents the perfonnancc of my obligation under this Consent Order and wh;cli 

could not have been overcome or prevented by Triixton Canyon the financial inability of Truxton 

Canyon to comply with the terms of this Consent Order shall not constitute a furce majeure. 

B. In the event of aforcc majeure, the time for performance of the activity affected by 

the force majeure shall be determined by ADEQ and extended for a period no longer than the delay 

caused by theforce nzqjeure. The time for performance of any activity dependent on the delayed 

activity shnll be similariy extendeb h tbe:everlt.of afiorce ivcrjeurs, Truxton Canyon shall notify 

ADEQ ii.1 writing within five (5) calendar days after Truxton Canyon or its agents become a w e  of 

the pec,urrence; The written notice.pro\rided to ADEQ shaIl describe in detail the~.evet~t, the 

anticipate.d delay; the iiieasures.taken and to be taken by Truxton Canyon to prevent or minimize 

delay, and a proposed t imdb le  under which thme m~%sures will be implemented. TmtBn Canyon 

shall take all reasonable measures to prevent or miniinize any delay caused by the,force mujetre. 

Failure o'f Truxton Canyon to comply with .my requirements of this paragraph for a, particulat event 

~ ~ ~ ~ - - ~ - l ~ ~ ~ ~ ~ ~ ~ ~ - ~ ~ o ~ - ~ ~ a ~ ~ i ~ ~ ~ l ~ ~ ~ ~ ~ ~ ~ € ~ ~ ~ ~ ~ ~ ~ e - f ~ ~ ~ ~ t ~ ~ ~ ~ ~  - - . - - -. .- 

VIII. SITE ACCESS: 

;4OJQ may.at.my time,, upon $resentation ofcretlentids ro.asthodzed personnel on duty, 

enter upon the premises at the.Facility for the purpose of observing and monitoring compliance with 

tbe proyisions of'this Consent Order. This. right of entry shall be in addition to, and not in limitation 

of or substitution.for, ADEQ's rights under applicable law.. 
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,Ix CORRESPONDENCE 

All documents, materials, plsins, notices, or other items submitted as a result of this Consent 

3rder shall be transmitted to the addresses specified below: 

ro ADEQ: 

Arizona Department of Environmental Quality 
Water Quality Division 
Attention: Vivian Bums, Case Manager 
11 LO West Washington Street 
Phoenix, Arizona 85007-2935 
Telephone: (602) 771 -4608 
Ernnil: burns.vivi&azdq. pov 

ro Tmton Canyon: 

Rick Neal 
Tmton Canyon Water Co., Inc. 
7219 W. Sahara Ave., Ste. 120 
Las Vega, NV 89 1 17 

3. Mark Neal, President 
Truxton Canyon Water Co., Inc. 
8163 E. Hwy 66 
Kingman, A 2  86401 

Steve Wene, ESQ 
Moyes, Sellers & S h s  
1850 N. Central Ave., Ste. 1 I00 
Phoenix, AZ 85004 

Submissions to ADEQ as a result of this Consent Order shall be deemed submitted upon receipt. 

X. RESERVATION OF RTGKES 

A. This Consent Order is based solely upon currently available information. If 

ddditional ififormation is discovered, whjcfi indicates tlmt the actions taken undet this Consent 

Eler-arew ~ ~ ~ - ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ a i ~ ~ ~ ~ ~ ~ y ~ ? ~ ~ ~ T ~ ~ ~ ~ ~ Q r ~ ~ o n f ~ ~ ~  

with applicable federal or state laws, ADEQ shall have the right to require fiirther action. 

13. ADEQ shall havethe right: tb pursue civil penalties for violations of any and all 

violations of A.RS. Title 49, or the rules promulgated fbereunder; to disapprove of work performed 

Truxton Canyon that fails to comply with this Consent Order; to take enforcement action for any 

and all violations of this Consent Order; and to take enforcement action for any and all violations of 
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18 

_ _  . -- q9: _ _ _ ~ ?  

20 

21 

22 

23 

24 

25 
- .  

A.R.S. Title 49, or the rules proinulgated thereunder, occurririg after the entry of this Coi>sent 

Order. 

XI .  SEVER4BILITY 

The provisions of this Consent Order are severable. I f m y  provision of this Consent Order 

is declared by a court of law to be hivatid or unenforceable, all other provisions of this Consent 

%der shall remain iu full force and effect. 

XU. MODIFICATIONS 
’ L 

Any niodihoations of this, Consent Order shall be in writing and nnust be approved by both 

Truxton Canyon and ADEQ. 

Xxnr. EFFECTm DATE 

The effective date of t h i s  Consent Order shall be the date this Consent Order is Signed by 

O E Q  and Truxton Gnyon. If such signatures occur on different dates, the lclter date shall be thc 

effective date of this Consent Order. 

XV. TERMINATION 

The provisions of this Consent Order shdl be deemed satisfied and this Consent Order shall be 

terminated upon receipt of w-ritteri notification from ADEQ that Twxton Canyon has demonstrated, 

to h e  satisfaction of ADEQ that all of the terms of this Consent Order have been completed. Any 

denial of a request for ternlination from Truxton Canyon will be in writing md describe which 

f i F i i F 3 ~ ~ 0 3 W - h a \ ~ e  n o r ~ ~ e ~ o ~ - ~ e r ~ d ~ t ~ - t i ~ ~ s ~ j s f a G t i o n ~ o € ~ - ~ j ) E ~ ~ - ~ E Q - T e s e ~ e ~  

the right . .  .to.termiLiatte this C~nsknt Order unilaterally at.any.ti.me for any reason. Any termination 

will include aw,iften explawtion of the reason(s) f0;r termikatibn. 

ISSUED this of Jbnh h , 2 0 1 .  

Mkh 3 e A. Eulton, Direc.tor 
Wat&Quality Division 
Arizona Departmept of Environmental Quality 

- 14-  
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CONSENT TO ORDER 

"he.undersigned, on behalf of Truxton Canyon, hereby acknowledges that he has read the foregoing 

2onsqt Order in its entirety, agrees with the statements made. therein, consents to its .eutry and issua~xe 

~y the Arizona Department of Environmental Quality, agrees that TIUX~O~I Canyon will abide by the 

iame and waive any right to appeal therefrom. 

]ATE? t h i s a d q  o Y 9 2 0 a .  
1. 

r ~ m m  CANYON WATER co., INC. 
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QRIGINAL of the foregoing Consent Order was sent certified mail, return receipt requested, this a w7 
day of Janw v y  20 A, to: 

B. Mark Neal, President 
Truxton CEUIYOR Water Co., Inc. 
8 163 E. Hwy 66 
Kingman, AZ 86401 

COPY of the foregoing Consent Order was filed this X q a y  of .I 9 WY ,20& with.: 

Arizona Department D€ Environmental Quality 
Office of Administrative Counsel 
Attention: Hearing Administrator 

Phoenix, Arizona 85007-2935 

COPIES of the foregoing Consent Order were sent by regulsr/interdeparta~ mail, this & day of 
3 *VI "11 " d 

I 1 10 West Washington Street - \. 

w 
,20 & to the following: 

Nke-Neal, Statutory Agent 
r m r o n  Canyon Water eo. 
7313 E. Concho Dr., Suite B 
Kingman, A 2  86401 

Rick Neal 
721 9 W. Sahara A x . ,  Ste. 120 
Las Vega, NV 891 1 7 

Steve Wene, ESQ 
Attorney of Record, Tmton Canyon Water Co., Inc. 
1850 N. Central Ave., #I 100 
Ph~~enix, AZ 85004 

M~d;r;-CoIpuitt, Manager Watkr Quality Enforcement.&iit 
Vivian&~ps, 'Case.Mahager Wat& Qudity Enforcement. Unit 
Viv:ian.Adams, ADEQ Drinking Water'Section 
Sybil.Smith, Nb~hem Regionnl Office 

Mohave County Department of Public Health 
Patty Mead, Director 
? B W m % d - t S  - - - - --- -- _ _  - - 

Kingman, AZ 65401 

Steve Olea, Utilities Division 
clrizona Corporation Commission 
1200 W. Washington St. 
Phoenix, AZ 85007-2996 

Patrick Clxg EES-WTR-6 
XEPA Region IX 
75 Hawthorne Street 
3an Francisco, CA 941 OS 

- 1.6 - 
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DOCKET NO. W-02 1 68A- 10-0247 
EXHIBIT C 

COMMISSIONERS 
GARY PIERCE - Chairman 

PAUL NEWMAN 
SANDRA D. KENNEDY 

ERNEST G. JOHNSON 
Executive Director 

BOB STUMP 
BRENDA BURNS ARIZONA CORPORATION COMMlSSlON 

STIPULATION AGREEMENT 

This Agreement is between the Utilities Division Staff of the‘Arizona Corporation 
Commission (“Staff”) and Tmton  Canyon Water Company (“Company” or “Tmxton”). 

An Order to Show Cause (“OSC”) was issued by the Arizona Corporation Commission 
(“Commission”) against the Company on August 10, 2010 (Decision No. 71 837). Paragraphs 
three (3) through thirty (30) of the OSC present the factual background as understood by Staff. 
The OSC contains 16 (sixteen) Counts of alleged violations by the Company. 

In order to resolve this matter, Tnucton agrees: 

1. That the actions as described in paragraphs three (3) through thirty (30) of the 
OSC occurred. 

That the actions as described in paragraphs three (3) through thirty (30) of the 
OSC may constitute violations of the Arizona Revised Statutes (“A.R.S.”) and the 
Arizona Administrative Code (“A.A.C.”). 

2. 

3. To abide by any and all applicable rules, statutes, and constitutional provisions. 

4. To the Recommendations and Timelines as set forth in Attachment A to this 
document. 

That this Stipulation shall be maintained by the Commission as a public record. 
-- - - -  -- - -  - - - . __ _ _  . - __ - -_ __ - I 

5. 

OMMISSION 37/a *_ -- 
Ste’ve OGa 
Utilities Division Director T i t l e / . ? d H m  ~ 

Date 
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ATTACHMENT A 
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1. 

2. 

3. 

4. 

5 .  

6. 

7. 

8. 

Recommendations and Timelines 

Tnurton will be fully in compliance with Commission d e s  and regulations, no later than 
September 30,201 1. 

Staff may appoint an hterim Manager for Truxton, without further action by the 
Commission, if Tmton  is not fully in compliance with all Commission and ADEQ rules 
and regulations by September 30, 201 1 or the compliance deadlines established in the 
ADEQ Consent Order, whichever comes later. 

Truxton will follow the approved ADEQ plan to remedy the Company’s Arsenic 
contamination violation. 

Truxton will acquire all water system assets necessary to provide service from the Neal 
Family Trust no later than June 30,201 1. 

Truxton agrees to receive assignment of the Water Supply Agreement between the Trust 
and the Association within 30 (thirty) days from the effective date of the Commission 
Order provided the Association agrees to the assignment. 

Truxton will charge to the Association the Agreement’s prevailing rate at the time of the 
Agreement transfer, the rate will be referred to as the Golf Course Rate. 

Truxton will no longer adjust the Golf Course Rate based on the annual Consumer Price 
Index (“CPI”). 

Truxton will file a revised tariff or a special contract rate for the transferred Agreement 
with the Association’s with Docket Control, as a compliance item in this docket, 30 days 

, firm the effective date Qf&~&~On Order. 

9. 

10. 

11. 

12. 

13. 

Truxton will file a report-with Docket Control, as a compliance item in this docket, no 
later than 30 days from the effective date of the Commission Order, confirming that 
Truxton, and only Truxton, serves the customers within Truxton’s CC&N, including but 
not limited to the Association. 

Tmton  will repair all leaks known as of December 3 1,2010, within its water system, no 
later than June 30,20 11. 

Truxton will maintain no less than 20 psi at the point of delivery to its customers, under 
all flow conditions, within its certificated area, no later than September 30,201 1. 

Truxton will record its long-term debt obtained from the Trust without prior Commission 
approval as additional paid-in capital by the Trust. 

Tnurton’s accounting books and records will be in compliance with Na~onal  Association 
of Regulatory Utility Commissioners Uniform Systems of Accounts and Generally 
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14. 

15. 

16. 

I 17. 

I 18. i 

I 19. 

20. 

DOCKET NO. W-02 168A- 10-0247 

Accepted Accounting Principles, no later than 30 days fiom the date of Commission 
decision in this docket. 

Truxton will file a rate case no later than September 30, 2011, based on a Test Year 
ending June 30,201 1. 

Truxton will grant Staff access to the Trust’s accounting books and records, for Staffs 
regulatory audit, during Truxton’s rate case proceeding. 

Staff may appoint an Interim Manager for Truxton, without further action of the 
Cornmission, if its rate case filing does not meet sufficiency requirements by January 30, 
2012. 

Truxton will file any Notice of Violation (“NOV”) issued by ADEQ, with Docket 
Control within 7 days of receipt of such NOV. Subsequent to the transmission of such 
NOV, Tmxton will continue to provide copies to Docket Control of all relevant 
documents, including but not limited to any documents or pleadings filed by ADEQ 
andlor by Truxton relating to the NOV and the steps Truxton takes to come in 
compliance, until the ultimate resolution of the NOV. 

TNxton wiIl comply with A.A.C. R14-2-411(A)(2) on the issue of timely response to its 
customers and the Commission. 

Truxton will comply with R14-2-406 on the issue of Main Line Extension Agreement 
(“MXA”). 

Truxton will file all its currently non-approved MXA’s and future MXA’s for 
Commission approval. 

m ,  Cx~-as-pmvded-in+ragaph 16. Staff will notify Truxton in writing of violation of 
any Commission or ADEQ rule and regulation that would cause S M  t o appoint an 
Interim Manager for Truxton. Trwcton will have 30 days to cure the violation. I ‘ 22. Truxton maintains that compliance with ADEQ d e s  regarding the arsenic issues will 
take more than one year to achieve full compliance due to the testing requirements. 
Therefore, Staff and Truxton will work in good faith to set a compliance deadline 
regarding arsenic compliance. However, all other ADEQ compliance items will meet the 
deadlines as delineated above. 

I 
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